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Abstract: 

This report covers an evaluation for Berwick and Associates hereafter referred to as 
D&A and their role in the aforementioned crisis, hereafter referred as the Crisis and 
their interactions with PD VS A, CORPOELEC and CVG SIDOR, Venezuelan State 
Oil, Electricity and Steel companies respectively, hereafter referred to as their Client 
(unless clarity is needed), while conducting Power Generation Equipment 
Purchasing and their Engineering Procurement and Construction endeavors, 
hereafter referred to as EPC. 

WSJ Investigative Journalism Team and their sources, hereafter referred to as the 
Source, made available to the author in excess of 20 thousand pieces of evidence for 
analysis. As with any reputable journalistic practice, in fairness to those being 
investigated, once the basic facts were established, WSJ approached both D&A and 
ProEnergy, hereafter referred to as the Intermediary in order to hear their side. 
While D&A consented to interact and meet with WSJ the Intermediary declined. 

Venezuela in spite of having “spent” enormous resources and unrecoverable time 
that has left the country with unceasing damages approaching astronomical figures 
continues to labor through a continued Crisis, which is a key part within a general 
energy sector in turmoil. The loss in quality of life to her society, energy not 
served and GDP contractions, widespread scarcity and rampant inflation are 
among the pains ongoing in Venezuela . 

Venezuela also got the most expensive and most substandard performing 
Thermal Power Generation Eleet in the world, by any International Industry 
Standards imaginable. 

While D&A was by no means neither the largest nor the only participant in the 
Crisis, it has attracted a lot of national and international media attention. The author 
makes no judgment as to why that is, for that is a question for D&A and her Board 
of Directors to ponder for some time to come. 

This report covers different perspectives encompassing: time element and 
circumstance relationships, projects, equipment purchasing (Gas Turbine Generators 
and BOP, Balance of Plant), revenue generation with examples and concluding with 
alleged accomplishments, setting the record straight. 

Where reasonable the author gives the benefit of the doubt to D&A. 
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1.0 Disclosure 

This is not the first time that the author investigates transactions involving 
Berwick and Associates. The first time the author ever heard about this 
company bore out of a very well documented investigative journalism piece 
by Venezuelan Journalist Mr. Cesar Batiz then with Ultimas Noticias from 
Caracas Venezuela in the Qtr. 2011. This award winning piece put them 
on the map of domestic public opinion in Venezuela and abroad. 

The Batiz’ s story covered transactions for the acquisition of 1,000 Mw by 

Berwick and Associates, KCT Cumana International II and Ovarb 
Corporations. It revealed steep-overpricing and other irregularities . 

As further information became available from the Venezuelan Government’s 
sources more analysis was possible by the author about Berwick and 
Associates’s Power Generations Projects and those by others in Venezuela. 

At about the Qtr. 2013, when Venezuela suffered significant widespread 
blackouts an unfortunate incident occurred with the untimely and 
unauthorized disclosure of a first version of Table made by the author, which 
analyzed cost overruns for 42 power generation projects. The word 
unauthorized is because the alluded Table was work in progress, based on 
Government available documentation not yet ready for publication. 

On the September 23, 2013, Mr. Pedro Trebauu of Berwick and Associates 
contacted me via email to politely to point out inaccuracies’ contained in the 
alluded Table. Before the author could have a chance to reply, Berwick and 
Associates made a public response on September 27, 2013 in El Nacional 
http://www.el-nacional.com/economia/Derwick-edificado-plantas- 
termoelectricas-MW 0 271173186.html . 

A 2"** version of the “The Cost Overrun Table” was made public, this is a fact 
that D&A does not acknowledge . The 2”** version corrected observations 
pointed out by Mr. Trebauu, as far participation in certain projects. Given that 
D&A did not provide specificity in their responses for project costs, therefore, 
no changes were made in this area. 
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The “Cost Overrun Table” is now on its edition, shortly about to become 
public, made stronger by additional information from the Government’s 
sources and discoveries upon which this report is based. It now would include 
46 projects. 

The author acknowledges several conversations during 3 . Qtr. 2013 with Mr. 
John D. Castiglione, Esq. from the New York Law Firm SMITH VALLERIE 
EEC, i cash glione @ s vlaw .com at 75 Rockefeller Plaza, 21st Floor 
New York, New York 10019, which is the Law Firm representing former 
US Ambassador to Venezuela, Mr. Otto Reich; in his Law Suit against 
Berwick and Associates. 

The contents of these conversations were of exploratory nature by the said 
Law Firm, who sought an understanding on the information published by the 
author on the Crisis and the role of Berwick and Associates. Of particular 
interest to them, was the second edition of the “Cost Overrun Table” and 
other information available in the Public Domain. 

At no time has the author spoken to former US Ambassador to Venezuela, Mr. 
Otto Reich. Another Law Suit, involving Berwick and Associates with a Mr. 
Thor Halverssen exists. At no time has the author been engaged with Mr. 
Hal vers sen or his legal team. 

After carefully looking at more than 20 thousand pieces of evidence, the 
author can say with no reservations that the initial work carried out by Mr. 
Batiz, was of exceptional caliber and the definitive proofs for it and more 
disturbing facts are ratified as part of the WSJ provided documentation 
analyzed herein. 

Secondly, many of the claims made by Berwick and Associates to fend us 
what they label as “unfounded vicious attacks ”, collide with the facts revealed 
in the documentation analyzed by the author from the Source. 

Finally, the author affirms that all of his research and endeavors’ to bring 
clarity to the Venezuelan induced Electrical Crisis on behalf of those suffering 
the consequences of it has been entirely Pro Bono and out of civic duty. 
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2.0 Time and circumstance 

It is the year 2008 and the Caroni River continues to pour water into the Guri 
Reservoir in record numbers, the country at large is unsuspecting that a 
looming “Crisis” in the electrical sector is on the horizon. However, at the 
highest spheres of power within the Venezuelan Government a special project 
christened “Emergencia Electrica”, hereafter referred to as the Emergency, 
was underway a la “Insider Trading” in complicity with the influential and 
well-connected among these: Berwick & Associates S.A., OVARB, KCT 
Cumana II, CIELEMCA, Southern Turbines, MARSE C.A, Pacific Rim, 
Sino Hydro, China Machinery Engineering Corporation (CAMCE), 
ProEnergy among others. 

Documents encountered during the research indicate that the Government 
willfully hid the crisis from the nation, delayed critical projects and much 
needed maintenance in existing but chronically poor availability thermal 
plants. 

In fact, only about 1000 Mw of sound maintenance on existing thermal Mw 
was necessary to avoid the Crisis that ensued. Had this approach been 
selected, it would have been realized in less than a year at a fraction of the 
“Pinata Win Eall” that followed, one from which the country still has not 
recovered. 

The Government equipped with the information from the predictive models of 
the CaronCs River Basin Hydrology, knew the probability of the upcoming 
cyclic reduction in influx of water to the Guri Dam, both in intensity and 
duration. 

To assure the Crisis, would be front and center the Government willfully over 
exploited the Guri Dam during 2009 and launched an unprecedented Media 
Propaganda Blitz to affect the psychic of the Venezuelan people. The 
country would have been better served, had those resources been put to use in 
the acquisition of spare parts and much needed maintenance for the ailing 
thermal fleet. 
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This “Insider knowledge” by the Government and their accomplices set out 
to defraud the Venezuelan People. 

The Crisis was thus willfully induced in order to scavenge the People's 
Treasure in an unprecedented manner. 

The media has demonstrated the connections of the owners of D&A in the 
Venezuelan society and within the spheres of influence in Venezuela. There is 
nothing wrong with using your connections, so long as it is for a good cause. 

It would be inappropriate to speak of D&A, without speaking about the 
Intermediary, as at times their relationship to the Client, was very symbiotic. 

The documentation examined indicated that D&A had to be “spoon fed” by 
the Intermediary, especially in the early stages of their relationship. This 
relationship started in 2008. 

The chronology of key documentation starts with one of the accomplices 
being notified of the Emergencia Electrica Project. Therefore, we must ask 
several questions: 

Why do we a Project of Emergencia Electrica preceding the Presidential 
Decree named “Decreto de Emergencia Electrica” by almost 2 years? 

Why do we have to find this information in the United States? 

The timeframe of the documentation evaluated spans from 2008 to 2014. 
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3.0 Projects, Mw and contracts. 

D&A claims to WSJ to have submitted 50 proposals for Power Generation 
facilities in Venezuela. Forty eight of these proposals would have gone to 
mainly PD VS A and CORPOELEC for basically the same equipment and 
type Plant. At least two proposals went to CVG SIDOR. 



3.1 Projects and Mw 

The way this has been reported is very confusing, so it is necessary to 
set the record straight. 

Records examined indicate chronologically, beginning in 2008, most of 
the focus was on power projects for CORPOELEC, the State Owned 
Run Utility. In all with the assistance of the Intermediary, D&A 
obtained responsibility for 4 projects and partial responsibility for 1. 

As time went on, the Guarenas Project required a change in scope with 
the addition of 48 Mw. These contracts awarded by CORPOELEC, 
represented 558 Mw according to the stated capacity in the SEN, 
Sistema Electrico Nacional of Venezuela (Venezuela’s Interconnected 
System or “The Grid”). 

The “partial project” was for the dual fuel conversion of 2 GE TEA 
Frame size units at Planta Juan Bautista Arismendi, but it involved 
no additional Mw capacity for D&A . 

During 4* Qtr. 2009, D&A and the Intermediary, made a concerted 
effort to gain business from PDVSA and CVG SIDOR, realizing 
additional projects. Mr. Rafael Ramirez, President of PDVSA was 
stripped of his responsibilities for the SEN of Venezuela and a new 
Ministry of Electrical Energy was created. 

The “Inside the Government Power Struggle” that ensued, resulted in 
an additional 592.5 Mw for PDVSA’s “Auto suficiencia” Power 
initiative and 880 Mw for a Thermoelectric Plant at CVG SIDOR. 



For use by the Author and WSJ’s Journalist Jose de Cordoba 




8 I P a g e 



This brought the total number of projects to 10 physical locations and 
the associated intended Mw capacity to 2030.5 Mw. To have realized 
all of these Mw, 42 GTG’s would have been required. 40 were 
purchased by D&A from the Intermediary. 

Because of the projects being organized in “phases” sometimes 
confusion sets in and the number of projects is reported as higher. 

To meet initial “awarded capacities in MW”, of the 42 GTG’s required, 
PDVSA provided the 2 GTG’s for the Morichal Project. Therefore, the 
Mw capacity for the 40 GTG’s D&A acquired from the Intermediary 
was 1.930.5 Mw. 

The fact that D&A as well as others mentioned on the Abstract, 
submitted that many proposals which consisted basically of peddling 
the same, mostly used gas turbine generators to different State Entities 
validates the “Insider Trading” nature of the scheme to defraud 
millions of dollars as well as the irresponsible improvisation within 
the Venezuelan Government. 

This ratifies the negligence of the Venezuelan’s SEN Decision Makers . 

Their lack of planning for an electrical system with 24GW installed at 
the time and capable of propelling Venezuela towards 140 TW annually 
if properly maintained and operated, guaranteed the Crisis would 
ensue. 

The message here is simple: Venezuela had all the Mw it needed 
already installed, thus this purchases were not all needed. 

Initial Venezuelan Government’s information examined , assigned to 
D&A other projects named: Planta EdeC Sur, a 136 Mw capacity (4 
GTG’s) and San Timoteo a 100 Mw capacity (1 GTG). Subsequent 
information from Government documentation changed that to “Other 
Contractors” and this has been amended in other documentation by the 
author. 



For use by the Author and WSJ’s Journalist Jose de Cordoba 




9 I P a g e 



Although D&A, claims no involvement in the La Raisa III and Planta 
Juan Bautista Arismendi (other than the one stated) Power Projects, 
documentation available from the Source suggests a very deep 
involvement in the key decisions concerning the execution of these 
projects. 

For now the author leaves this as an issue beyond the scope of this 
investigation. Certainly, a plausible reason is the close cooperation 
between the Intermediary (Executor of the EPC for these projects) and 

D&A. 
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3.2 Contracts 

For the 10 physical project locations, all involved the installation of 
GTG’s, but only 8 out of these 10 involved D&A purchased and 
supplied GTG units from the Intermediary as included in the 
contractual commitments made by D&A with their Clients, these 
contracts are summarized as follows: 

3.2.1 Equipment Purchase Only Contracts, for purchasing the gas 
turbine generators and ancillary BOP equipment from the 
Intermediary. These contracts were in US Dollars . In all 10 of 
these contacts were entered between D&A and the Intermediary 
to secure the Mw (gas turbines and some ancillary equipment) 
for the capacity contracted. 

3.2.2 Two EPC process contracts, one in US Dollars and the other in 
local currency (VEF) with the only exception being the SIDOR 's 
case. These were entered by D&A with the Intermediary. In all 
D&A had to manage for the 10 physical locations close to 30 
EPC contracts to bring these projects to fruition. Not all 
contracts between D&A and their Clients are available at this 
time. 

Invariably, no matter what the type of contract and currency used, the 
anatomy of the transactions followed this architecture: 

3.2.3 Equipment Purchase Only contracts 

The Intermediary would go mostly into the secondary market 
(used gas turbines generators) procure equipment that it would 
mark up and then in turn D&A would grossly mark up the same 
equipment to the Venezuelan entities mentioned or Clients. 
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3.2.4 Engineering Procurement and Construction Contracts 

The Intermediary would make detailed estimations according to 
the contracted scope of supply, submitted these to D&A, almost 
in a “cut and paste” fashion, D&A submitted these to the end 
Clients with healthy mark ups in both currencies. 



So the so call “Alliance”, between D&A and the Intermediary, 
became a profiteering cesspool and a race to see who could mark it the 
most. 

Since D&A “had the last word”, they profited the most. 

The big looser in all of these, were the Venezuelan people, that 
ended up with unnecessarily too expensive power projects with 
substandard technical specifications and subpar quality for the most part 
for the money paid. 

In short this “Alliance” was too expensive a proposition for 
Venezuela. 
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4.0 Equipment Purchasing (Gas turbines) 



As indicated earlier in this report, it is very difficult to separate D&A and the 
Intermediary in their dealings with the end Clients. The Intermediary had 
had an earlier presence in Venezuela, as a supplier of good and services for 
Power plant construction (EPC) and maintenance. 

4.1 Gas turbines and equipment purchased by the Intermediary 

Documentation analyzed indicates that the Intermediary procured in 
the timeframe under evaluation (2008 to 2013) from different sources as 
many as 63 GTG’s that may have found their way into Venezuela 
during the Crisis. The Intermediary clients being: in addition to D&A, 
PDVSA, CORPOELEC, Pacific Rim Energy and possibly the 
GTME Consortium for other projects (Non D&A Projects) 

4.2 Gas turbines and equipment purchased by D&A from the 
Intermediary 

Documentation analyzed indicates that D&A purchased from the 
Intermediary for their power projects during the Crisis, forty (40) 
GTG’s. 

Of these 40 GTG’s, 35 were Aero Derivative Gas Turbines and 5 were 
Frame type industrial, for a total of 1.930 Mw. 

D&A claims that 4 GE Model TM 2500 (used) with a capacity of 88 to 
90 Mw were unilaterally cancelled by PDVSA and payment advances 
and others costs had to be refunded to the Client. This cancellation 
would have left D&A with 4 GE TM 2500 GTG (Gas Turbine 
Generators) back in their property , but they do not elaborate as to the 
final disposition of these. 
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2 additional Pratt and Whitney model FT4-A9 (Discontinued used 
1973) Aero Derivatives Gas Turbines with a capacity of 46 Mw 
(arranged in TwinPac configuration) were purchased by D&A, but 
their final disposition of these has not been volunteered. 

For the Morichal 100 Mw Plant for PD VS A, based on 2 x GE LM 

6000 GTGs, D&A alleges that these were “Owner supplied” and it was 
not their acquisition. 

Given that the EPC contract, so state this; D&A this is accepted at face 
value. Certainly, PDVSA could have gotten these 2 GTGs, from any of 
the other suppliers mentioned in Section 1.0 of this report. 

4.2.1 CVG SIDOR 880 MW 

9 GTG were acquired for the CVG SIDOR 880 Mw 
Thermoelectric Simple Cycle Plant: 4 x GE LM 6000 + 2 x GE 
7EA + 3 X GE 7EA. These were arranged in two lots of 440 Mw 
each, to get to the stated total plant capacity. 

Statements about these 9 GTG’s by D&A’s claims are 
contradictory. 

First lot of 440 Mwfor CVG SIDOR (5 GTG’s): 

On one side we have D&A, claiming in a promotional video that 
they installed 436 Mw at SIDOR and on another statement D&A 
states 181 Mw were installed while the Government records only 
credited them with 1 75 Mw installed. 

http://www.soberania.ors/2013/10/25/el-video-gue-derwick-y- 

sus-bolichicos-no-guieren-gue-veas/ 

If we take the number 436 Mw, this would imply that 2 x GE LM 
6000 -\- 2 X GE 7EA 1 x GE 7EA had to be installed. The 
respective capacities as declared to the Client for these GTG 
were: 100 Mw + 170 MW +171 Mw respectively, for 441 Mw. 
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If we take the 181 Mw or 175 Mw (Per the Government) that 
means that at best only the 2 x GE LM 6000 + 1 x GE 7EA 
GTG’s got installed. The final disposition of 1 x GE 7EA and 1 x 
GE 7EA (for a total of 256 Mw) was not answered by D&A. 

D&A admits that they received 193 million for these 5 GTG’s. 



Second 440 Mw lot for (CVG SIDOR (4 GTG^s): 

This phase called for the installation of 2 x GE LM 6000 -v 2 x 
GE 7EA. 

Documentation shows that the second lot of 440 Mw was 
acquired by D&A as stated in a letter April 1, 2010 to the CVG 
SIDOR, highest authority, Mr. Rodolfo Sanz. This second lot was 
not executed at the SIDOR site, given the technical blunder with 
the first 440 Mw lot. 

A most disturbing fact contained in that letter points out to Mr. 
Sanz being apprised of the status concerning the Guarenas Plant, 
then a 108 Mw facility. This is highly irregular! 

Mr. Sanz should not be involved on this matter, since the 
Guarenas facility is a Corpoelec EdeC project, totally outside his 
duties. 

Why is this? 

Why not talk with Mr. Javier Alvarado Sr. about it? 

Is it coincidence that the second lot of 440 Mw SIDOR turbines 
had to be moved back to Curupao, near Guarenas? 

Is there a connection here of other “side agreements”? 

Is it circumstantial that Mr. Rodolfo Sanz is the elected Mayor 
elected for the City of Guarenas today? 



For use by the Author and WSJ’s Journalist Jose de Cordoba 




15 I P a g e 



Are we beginning to see that 54 % of the Mw awarded to D&A 
during the Crisis are connected to Mr. Sanz? 

It is not clear how D&A and if it got paid by their Client for this 
second lot of 440 Mw lot, since this although asked by WSJ, has 
not been disclosed by D&A. 

WSJ needs to insist on this. 

Another possibility is that D&A got paid by the new contractors 
for projects identified as Termosucre (2x GE 7FA) and 
Termolara (2 x GE LM 6000) where these GTG’s have gone to 
be installed. D&A admits about these 4 GTG’s (that no doubt 
were acquired by them), going to these projects in the cities of 
Cumand and Barquisimeto respectively. But, D&A does not 
disclose details of the transactions. 

What it is clear, is that all 9 GTG’s for this failed project were 
received in Venezuela and that D&A bought these and must have 
received income for these 9 GTG’s and part of it is not reported. 

What is also a fact is that none of the 9 GTG’s are in operation 
as of this writing, even after 4 years have elapsed since their 
original promised date. 

Based on the Author’s research suggests, that the price would 
have fetched $193 million if D&A got paid by the Client or 
someone else. 

Another very serious matter: is the fate of two units from the first 
lot of 440 Mw, namely: 1 x GE 7EA and 1 x GE 7FA (for a total 
of 256 Mw), for these units could be given much needed service 
at other locations outside the Guayana region in a country 
besieged with black outs. 
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Documentation reviewed shows a particularly worrisome 
accident occurred with the largest of these GTG’s while at 
SIDOR, the 171 Mw GE 7FA unit’s generator suffered sreat 
impact damage due to a crane accident . Final disposition of this 
has not been determined and this must be asked ofD&A. 



4.2.2 La Raisa 1 Project 

This 180 Mw facility is based on 6 Aero Derivative Gas Turbines 
made by Pratt & Whitney model FT8-3 of 30 Mw each. These 6 
GTG’s are arranged in twin configuration to attain 60 Mw output 
each. 

D&A alleges that these units were not purchased by them or that 
these were supplied by “others”. While it is possible that 
CORPOELEC could have gotten these GTGs from PDVSA, this 
however is contradicted by documentation examined for 
transactions between D&A and the Intermediary which suggests 
otherwise. 

In all of the 40 GTG’s Gas Turbine Generators were acquired by 
D&A, 15 could be considered as “new” (see below), because these were 
not previously fired . Nine (9) of these units were good finds in the 
secondary power market by the Intermediary. 10 of the 40 GTG’s 
were acquired by the Intermediary (Not D&A) from OEM: 4 from 
Rolls Royce for their RR Trent 60 model and 6 from Pratt and 
Whitney for their FT8-3 SWP model. 

As an observation it must be pointed out that according to P.O. issued to 
D&A by Bariven that at least 6 and not 4 RR Trent 60 units were 
purchased by PDVSA from D&A. This would bring the GTG’s 
purchased to 42. 



For use by the Author and WSJ’s Journalist Jose de Cordoba 




17 I P a g e 



While, it would be reasonable to consider these GTG’s “as new”, this 
should not be confused with assuming that these were necessarily 
technically fully up to date, when compared to the latest version of the 
same present day unit, if it were to be acquired by from the OEM, 
Original Equipment Manufacturer. 

At the time all of these events were unfolding, unless there were units 
from cancelled projects, there were no truly new units in the market 
to be had. 

A truly new unit required at least an 18 month lead time from the 
OEM’s (Original Equipment Manufacturer). 

As it would be shown in the Section 7.5, all of these 40 turbines were 
sold at better than “new unit prices” by D&A to Venezuela, even 
though some were technologically obsolete and discontinued from the 
market and as old as 34 to 37 years of age, since the date of 
manufacture , at the time of their acquisition, as is the case with the 6 
Pratt & Whitney models from their discontinued FT-4 series. 

This is baffling for Venezuela’s case, to acquire this type unit again. 

In the 1980’ s Venezuela acquired 42 of these Twin Pac units (50 Mw 
each, mind you 84 GTG’s arranged in Twin configuration), by the end 
of that decade none were in service. A lesson ignored . 

A very disturbing claim found in the documentation provided by WSJ 
has D&A claiming their experience in Venezuela by the end of July 
2012 as: 

“Berwick has installed in the last 3 years more than 1,200 MW’s and 
delivered more than 54 Power generation units to different customers. 
Customer included Oil & Gas industries, Utilities & Private Companies 
in 14 different Power Plant in Venezuela” 

Additionally, when asked by WSJ to comment on the following claim 
made by D&A: 
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“Berwick sold 34 units to Venezuelan state entities during this time 
period; 23 of the units were new. Eleven units were refurbished to zero 
hours and sold as such (i.e., sold as “refurbished” ) with the same 
warranty provided for new equipment. All of the units passed 
inspections and tests by independent third parties hired by the clients”. 



D&A claims that 23 of their supplied units were “new units”, but no 
specificity is provided to support such a claim. This leaves a gap of 8 
units that cannot be validated as “new”, because of lack of transparency 
on D&A’s part. 

So if they sold 34 units to Venezuelan state entities, who did D&A sold 
the others 6 units it bought from the Intermediary to? 

Even to the most casual observer something serious is amiss here and 
begs the following questions: 

When is D&A telling the truth? 

Again the matter of “Berwick has installed in the last 3 years more 
than 1,200 MW’s and delivered more than 54 Power generation units 
to different customers. Customer included Oil & Gas industries, 
Utilities & Private Companies in 14 different Power Plant in 
Venezuela” 

This is a most disturbing discovery! 

D&A was making an offer to build a Plant to another Government in 
South America. At the very least it has grounds for “material 
misrepresentation”. This cannot be excused as a simple error and 
omission on D&A’s part. 

Even more disturbing is the fact that D&A mentions “74 
different Power Plants in VenezuelsC\ 

That alone implies involvement in 4 additional sites than the 
10 they admit to publically. 
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How many turbines? Is it 30, 34, 40, 42 or 54? 

How many Megawatts? 

Again for emphasis here, if only 34 Gas turbines ''were 
sold to Venezuelan State Entities”, who did D&A sell the 
rest to? 

How many projects? Is it 10, 11, 12 or 14? 

It is very simple: more turbines, more Mw, more 
revenues were realized. 

Is the truth in their promotional video? 

http://www.soberania.org/2Q13/lQ/25/el-video- 

que-derwick-v-sus-bolichicos-no-quieren-que- 

veas/ 

The country of Venezuela deserves an 
answer. 
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5.0 Revenue Generation first the matter of the Intermediary. 



The author uses the “follow the money approach" , after the identified 
transaction pattern, starting at zero dollars. The ultimate objective is to 
determine the cost to the nation of Venezuela, by addressing one at a time 
the dealings between the Intermediary and the D&A. 

The pattern starts with the acquisition (“Cost”) of the GTG’s by the 
Intermediary continuing with what the Intermediary (“Revenue”) charged 
D&A. The same approach would be done later for D&A and their Clients in 
Section 6.0 

5.1 Gas turbines and equipment purchased by the Intermediary to 
meet D&A needs. 

5.1.1 Picure A 132 Mw facility (4 used GTG’s) 

The 2 GE x LM 2500PE were acquired for $5.73 million each. 

The 1 GE X LM 6000PC and 1 GE x LM6000PD, were acquired 
for $11.7 million each. 

Total price paid for the 4 GTG’s was $34.9 million. 

Total resold price was $53 million for a 52% markup. 

5.1.2 La Raisa 1 A 180 Mw facility (6 new GTG’s) 

Total price paid for the 1 x PW ET8-3 Swift Pac (Twin 
arrangement) each rated at 60 Mw was $22.4 million each. 

Total price paid for the 3 x PW ET8-3 Swift Pac GTG’s was 
$67.2 million. 

Total resold price for the 3 x PW FT8-3 Swift Pac GTG’s was 
$79.2 million or 18% markup. 
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5.1.3 La Raisa II A 90 Mw facility (2 used GTG^s) 

The 1 GE X LM 6000PC and 1 GE x LM6000PD, both equipped 
with Chiller Systems, acquired for $13.7 million each. 

The total price for the 2 GTG’s of $27.4 million. 

Total resold price for the 2 GTG’s was $34 million or a 24% 
markup. 

5.1.4 Guarenas I & II A 156 Mw facility. (2 used GTG’s and 2 new 
GTG’s) 

The 2 GE x LM 6000PC were acquired for $11 million each. 

The 2 GE x LM 2500^ were acquired for $12.1 million each. 

The total price for the 4 GTG’s of $46.2 million. 

The total resold price for the 4 GTG’s of $65.7 million or 42% 
mark up. 

5.1.5 Planta Juan Bautista Arismendi. A 170 Mw facility Dual Fuel 
Conversion Only (2 Used gas turbines, not supplied by D&A) 

The cost to the Intermediary was $ 5.52 million. 

The resold price by the Intermediary was $7.10 million. 
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5.1.6 Furrial for PDVSA Autosuficiencia Initiative. A 232 Mw 
facility. (4 new GTG^s) 

The price paid for 4 x Rolls Royce model Trent 60 at 58 Mw each 
was 19 million each. 

The total price for the 4 x Rolls Royce model Trent 60 with a 
combined capacity of 232 Mw was $78 million, including a $2 
million fee. 

The total price for the 4 x Rolls Royce model Trent 60 with a 
combined capacity of 232 Mw was $88 million or 13% markup. 

5.1.7 Morichal for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility. (2 used GTG’s not supplied by D&A) 

These were supplied by PDVSA. 

5.1.8 Las Morochas for PDVSA Autosuficiencia Initiative. A 22 Mw 
facility. (1 used GTG) 

The 1 GE X LM 2500 was acquired for $4.5 million. 

The 1 GE X LM 2500 was resold for $11 million or a 144% 
mark up. 
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5.1.9 Barinas I for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility (4 used and discontinued GTG’s manufactured in 
1976). 

The price paid by these 4 x Pratt & Whitney FT 4C-1D was $5.4 
million each. 

The total price paid for the 4 x Pratt & Whitney FT 4C-1D 
arranged in 2 Twin Pacfor a total capacity of 100 Mw was $21.6 
million or $10.8 million per Twin Pac. 

These were resold to D&A for $38.5 million or $19.25 million 
per Twin Pac a 78% mark up. 

5.1.10 SIDOR rfot of 440 Mw. (4 used GTG and 1 new GTG) 

The price paid for the 2 x GE LM 6000 + 2 x GE 7EA + 1 x GE 
7FA was $101.5 million. 

These were resold to D&A for $138 million or 37% mark up. 

5.1.11 SIDOR 2”^^ lot of 440 Mw. (4 used GTG and 2 new GTG) 

The price paid for the 2 x GE LM 6000 + 2 x GE 7FA was $92 
million. 

These would have been resold to D&A for at least $111 million 
or 21% mark up. 

5.1.12 4xGE TM2500 (4 used GTG’s) acquired for PDVSA 

The price paid for the 4 x GE TM 2500 was $8 million each. The 
total price was $32 million. 

The total resold price was $55 million or 72% mark up. 
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5.1.13 2 X Pratt & Whitney FT-4A-9 used GTG^s acquired for PDVSA 

These were acquired for $10.4 million 

These were resold to D&Afor $17.25 million or a 66% mark up. 

It is very clear why the secondary market had so much an attraction for the 
Intermediary, the older the equipment the more profit margins that can be 
realized with the help of savvy marketing. The newer the equipment the lesser 
the profit margin becomes. 

In order to complete all of anticipated or awarded 1.930 Mw into functional 
plants an additional $60.6 million were acquired in order to meet the Client 
scope of supply for Transformers, BOP, Parts, Training and other hardware, 
etc. 

The total price paid for equipment required by the Intermediary to his 
suppliers in order to secure all of the above at this point in the analysis would 
reach $591.7 million, segregated as follows: 

$536.6 million, for GTG’s 

$55.1 million required for transformers, BOP, parts, other hardware and 
training, as per the scope of supply. 

$591.7 million total. 

The Intermediary would have incurred in additional charges to inspect, 
repair, paint, package as needed to ship the equipment to meet the scope of 
supply requested of them. 

Later we would show what the Intermediary charged for all of the major 
equipment to D&A. 
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5.2 EPC Process charged by the Intermediary to D&A to meet her 
needs. 

First the EPC contracts in USD currency are detailed. 



5.2.1 Picure A 132 Mw facility (4 used GTG^s) 

Total price charged was $32,585,000. 

5.2.2 La Raisa 1 A 180 Mw facility (6 new GTG’s) 

Total price charged was $31,303,041. 

5.2.3 La Raisa 11 A 90 Mw facility (2 used GTG’s) 

The total price charged was $37,115,900. 

5.2.4 Guarenas 1 & 11 A 156 Mw facility. (2 used GTG’s and 2 new 
GTG’s) 

The total price charged was $ 81,437,032. 

5.2.5 Planta Juan Bautista Arismendi. A 170 Mw facility Dual Fuel 
Conversion Only (2 used gas turbines, not acquired by D&A) 

The price charged was $ 7.010.950. 

5.2.6 Furrial for PDVSA Autosuficiencia Initiative. A 232 Mw 
facility. (4 new GTG’s) 

The total price charged was $44,347,000. 
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5.2.7 Morichal for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility. (2 used GTG’s) 

The price charged was $28,147,000. 

5.2.8 Las Morochas for PDVSA Autosuficiencia Initiative. A 22 Mw 
facility. (1 used GTG) 

The total price charged was $7,975,000. 

5.2.9 Barinas I for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility (4 used and discontinued GTG’s manufactured in 
1976). 

The total price charged was $21,293,975. 

5.2.10 SIDOR Pfot of 440 Mw. (4 used GTG and 1 new GTG) 

The total price charged was $139,315,000. 

5.2.11 SIDOR 2'“‘ lot of 440 Mw. (4 used GTG and 2 new GTG) 

Not realized but expenses for storage and shipping to Curacao 
(EdeC site) were accrued, but not included because the 
information is not considered complete. 

When the documentation becomes available this would have to be 
considered either a credit or a loss against D&A and the 
Intermediary revenue figures. 
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5.2.12 4xGETM 2500 (4 used GTG^s) acquired for PDVSA 

These have not been realized according to D&A. 



5.2.132 X Pratt & Whitney FT-4A-9 used GTG^s acquired for PDVSA 

The Intermediary was engaged in the EPC for these turbines for 
about $12 million. 

D&A does not mention anything about the acquisition of these 
GTG’s purchased for $10.4 million by the Intermediary and 
resold to D&A for $1 7.25 million. 
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5.3 Intermediate General Comments for the Intermediary 



5.3.1 Exchange rates 



The intermediary and D&A would have both benefitted by what 
follows: 

D&A provided responses indicated that their first contract (not 
specified) was awarded in 2008. If moneys were exchanged 
during the time of the project award date and up to December 31, 
2009, the official exchange rate was 2.15 VEF = 1 USD. 

This would have meant that any portion contracted in local 
currency would have resulted in more US Dollars, thus more 
revenue. The Intermediary has chosen not to respond any 
specifics. This comment also applies to Section 6.4.1 so it would 
not be repeated there. 



5.3.2 Turbine pricing and other equipment pricing. 

At first glance these appear reasonable. To the Intermediary’s 
credit, one sees a business savvy operator, researching for 
turbines worldwide to find equipment to fit her business model. 

Some of the turbines were high time and the Intermediary got 
credit for that from their suppliers, something that neither D&A 
nor the Venezuelan Government or her People ultimately did not 
get. Without further detailed examination of each transaction on 
a turbine by turbine case, no further comment is appropriate. 

Certainly, one could say that the Intermediary in the business of 
making a profit but it appears that it did not sell to D&A, GTGs 
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at prices excessively over new unit pricing per the scope of supply 
of what was required of them. 

However, transactions reviewed for the GTG’s involving the 
Intermediary by the author found curiously questionable 
“payments’’ and “commissions”. At this time without further 
comment by the Intermediary is not possible, since it refuses to 
comment to WSJ. 

Other equipment provided is considered reasonably priced for 
her age and condition. 

5.3.3 EPC Process Charges. 

This is considered “out of line”. Transactions reviewed by the 
author found inappropriate mark ups and questionable 
“payments” and “commissions” to D&A employees (not 
understandable!) and to other persons based in public knowledge 
tied to high government officials. 

The transactions agreed by D&A and the Intermediary are not 
freed from that. 

D&A claims not to have knowledge of these “transactions”. 

When asked to comment by WSJ on: 

“Berwick Associates designs and manages large, risky 
construction projects involving a variety of subcontractors 
around the globe, which in turn, supply critical components to 
Berwick Associates needed to construct large electric power 
generation systems. 

Berwick's record of performance is unmatched by any 
competitor. Its record of superior performance has been built on 
efficient and timely completion of large, complex projects, within 
scheduled deadlines and detailed budgets. ” 
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This is what the author has to comment: 

The key word is “detailed budgets^’. 

These charges are clearly indicated in the ledgers, for the most 
casual observer to see. 

The Intermediary may have responsibility here but whether by 
Error or Omission D&A has undeniable accountability here. 

Simply stated when you deal in these amounts if D&A did not 
know they needed to know, inexcusable. 

This comment also applies to Section 6.3.3 so it would not be 
repeated there. 

In closing the overpricing for the Intermediary is considered 
excessive for the type of plants (technology) being installed that 
go as high as 40 %, totally inappropriate. Moneys charged to 
Venezuela were used to make payments to third parties. This is 
inappropriate. 
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5.4 Bottom line for the intermediary 

The bottom line for what the intermediary charged D&A for goods and 
services is: $1.35 billion. This is segregated as follows: 

5.4.1 GTG^s 

For the 40 GTG’s $724,650,000 was charged, which were 
acquired by $536.6 million from different suppliers by the 
Intermediary. This represents 53.7 % of the Intermediary’s 
revenue. 

This gives “the appearance” of a 27 % “profit” by the 
Intermediary or a gross mark up of: $196.97 million. However, 
this would be inappropriate, since there would have been 
“reasonable fees” and other legitimate expenses (therefore, 
recoverable) incurred by the Intermediary, to get the 40 GTG’s 
in reasonable state of repair to Venezuela for their installation 
and commissioning. 

5.4.2 Other equipment. 

For the provision of transformers, BOP, parts, other hardware 
and training, as per the scope of supply $60.6 million. This 
represents 4.5 % of the Intermediary’s revenue. 

5.4.3 Charges for EPC Process. 

The total amount of these charges is $564.76 million. This 
represents 41.8 % of the Intermediary’s revenue. 

This amount is broken down in two components: 

$444.92 million for contracts signed in US Currency between the 
parts. 

Another portion in VEF totaling 525.6 million equivalent to the 
official exchange rate of 4.3 VEF = 1 USD to $122.23 million 
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It is noteworthy, that because of longer ties to Venezuela than D&A, 
the Intermediary was involved in at least 8 additional Power Plant 
projects in Venezuela during this Crisis, 5 projects for PD VS A and 3 
for Corpoelec (Termozulia IV, Planta Juan Bautista Arismendi and La 
Raisa III, these last 2 projects through the GTME Consortium). 

So for these 8 other projects the Intermediary needed 23 additional 
GTG’s beyond the 40 GTG’s sold to D&A. The combined additional 
Mw capacity involved is 1,216 Mw. 

Documentation reviewed also suggests the Intermediary’s involvement 
in the EPC for these projects. 

There could possibly be in excess of an additional $1 billion in revenue 
here. 

Only the figures for goods and services related to the relationship 
between D&A and the Intermediary are reported here. 

Thus, the revenue figures for the Intermediary in the Crisis would 
have to be larger than reported at this time in this report that only 
concerns itself with D&A and the Intermediary’s activities. 
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6.0 Revenue Generation the matter of D&A. 



6.1 Prices charged by D&A to Venezuelan entities for Gas turbines and 
other equipment obtained from the Intermediary. 



6.1.1 Picure A 132 Mw facility (4 used GTG^s) 

$80.3 million was charged for 2 GE x LM 2500PE, the 1 GE x 
LM 6000PC and 1 GE x LM6000PD, acquired for $53 million. 

The mark up in dollars was $27.3 million or 51.5%. 

6.1.2 La Raisa 1 A 180 Mw facility (6 new GTG^s) 

$94.2 million was charged for 3 x Pratt and Whitney ET8-3 Swift 
Pac GTG’s acquired for $79.2 million . The mark up in dollars 
was $15 million or 18.9%. 

D&A claims that this is not so, but invoicing available to WSJ 
proves otherwise. 

But this could even be more serious! The information contained 
in the WSJ provided files, reflects the following: 

The Intermediary, ProEnergy wants to get paid for the turbines 
it acquired from Pratt & Whitney and it submits the invoices per 
no doubt D&A instructions, these files however, do not assure us 
of what D&A may have invoiced Corpoelec in this case. 

So potentially there is more revenue for D&A that might not be 
reported here. So until this is clarified we cannot say what the 
final mark up in US$ and percentage are. 

P.O. 5100078131 R-2.pdf puts the selling price for these at 
$32.5 million each or $97.5 million total 



This being the case, then the price markup is $18.3 million or 
23.1% 
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6.1.3 La Raisa II A 90 Mw facility (2 used GTG^s) 

$49 million was charged for 1 GE x LM 6000PC and 1 GE x 
LM6000PD, both equipped with Chiller Systems. 

These GTG’s were acquired for $34 million. 

The mark up in dollars was $15 million or 44.1%. 

6.1.4 Guarenas I & II A 156 Mw facility. (2 used GTG’s & 2 new 
GTG’s) 

$99.5 million was charged for The 2 GE x LM 6000PC and 2 GE 
xLM2500^. 

These 4 GTG’s were acquired for $ 65. 7 million . 

The mark up in dollars was $33.8 million or 51.4%. 

6.1.5 Planta Juan Bautista Arismendi. A 170 Mw facility Dual Fuel 
Conversion Only (2 used gas turbines not acquired by D&A) 

The price charged was $9.11 million. 

The mark up in dollars was $2.1 million or 30%. 

6.1.6 Furrial for PDVSA Autosuficiencia Initiative. A 232 Mw 
facility. (4 new GTG’s) 

$138 million was charged for 4 x Rolls Royce model Trent 60 
with a combined capacity of 232 Mw. 

These 4 GTG’s were acquired for $88 million. 

The mark up in dollars was $50 million or 56.8%. 
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6.1.7 Morichal for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility. (2 used GTG’s) 

D&A negates providing these 2 x GE LM 6000 GTG’s for this 
project and this is accepted, based on the EPC contract 
paperwork reading “Owner supplied”. 

The above said, it must be pointed out that “similar language ” is 
in EPC contract paperwork for the El Eurrial Project. In this 
case D&A admits it is their supplied units. 

It must also be mentioned however, that D&A purchased 4 
GTG’s of this model from the Intermediary of the same model as 
used in this project for $68 million or $17 million each. These 
could have been for the CVG SIDOR Project, given the timeline 
in the documentation. General selling price for 2 of these GTG’s 
by D&A to Venezuela was in the order of 24 to 25 million each 
typically. 

Eor the Morichal Project, this is not computed in calculations, is 
for reference purposes only ! 

That said in the CVG SIDOR Project a case can be made that 
this type GTG’s could have gone as high as $29.1 million. The 
price for a new unit of this type as equipped for the intended 
scope would have been $18 million. 

6.1.8 Las Morochas for PDVSA Autosuficiencia Initiative. A 22 Mw 
facility. (1 used GTG) 

$19.4 million was charged for 1 x GE LM 2500 unit. 

This GTG was acquired for $11 million. 

The mark up in dollars was $8.4 million or 76.4%. 
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6.1.9 Barinas I for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility, based on 4 used and discontinued GTG’s manufactured 
in 1976. 

The price charged by these 4 x Pratt & Whitney FT 4C-1D was 
$49.7million. These 4 GTG’s were acquired for $38.5 million. 

The mark up in dollars was $11.36 million or 29.5%. 

6.1.10 SIDOR rfot of 440 Mw. (4 used GTG and 1 new GTG) 

The price charged for the 2 x GE LM 6000 + 2 x GE 7EA + 1 x 
GE 7 FA was $193 million'^ 

These 5 GTG’s were acquired for $138 million. 

The mark up in dollars was $55 million or 40%. 

^The price cited is the one declared by D&A during 
consultations by WSJ in Caracas. This is the same price 
declared by former minister of CVG SIDOR at the time of the 
transaction Mr. Rodolfo Sanz, a person with close ties to Mr. 
Diosdado Cabello, President of AN in Venezuela. 

That said, it is interesting and surprising that an invoice for these 
same 5 GGT’s initially submitted by D&A put the price at 165.5 
million. 

This disturbing discovery by D&A’s own admission begs the 
following questions: 

What were the individual prices for each of these 5 GTG’s, 
which were already highly priced? 

What were the valid reasons for the additional $27.5 
million increase in the invoice previously submitted? 

Is this the only case? 
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6.1.10 SIDOR 2^^ lot of 440 Mw. (2 used GTG^s and 2 new GTG^s) 

The price charged for these according to Mr. Rodolfo Sanz was 
$193 million for the 2 xGELM 6000 + 2 xGE 7EA 

These 4 GTG’s would have been acquired for $lllmillion. 

The mark up in dollars was $82 million or 74%. 

6.1.11 4xGE TM 2500 (4 used GTG’s) acquired for PDVSA 

The price paid charged for the 4 x GE TM 2500 was $76 million. 
These 4 GTG’s were acquired for total price was $55 million. 

The mark up in dollars was $21 million or 38.2%. 

D&A claims that this entire transaction was cancelled by PDVSA 
and that these funds plus expenses were returned to PDVSA. 

That could be true, but without supporting documentation from 
D&A to validate this, the author is not inclined to give the benefit 
of the doubt at this time. 

6.1.12 2 X Pratt & Whitney FT-4A-9 used GTG’s acquired for PDVSA 

$17.25 million was the acquisition cost. D&A has not clarified 
what it did with these GTG’s. 

In order to complete all of the initial intended or awarded 1.930 Mw into 
functional plants at least an additional $155 million in other equipment 
million would have had to be charged in order to meet the Client scope of 
supply for Transformers, BOP, Parts, Training and other hardware, etc. 

Because only $124.16 million is what has been identified, this is the figure 
that is reflected in the segregation below. 

The total price paid by the Intermediary for this equipment was in the order 
of 60.6 million for a markup in dollars of $63.56 million or 105 %. 
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At this point in the analysis for the 6.1 item, the breakdown for D&A revenue 
tops $1,119 billion. This is segregated as follows: 

$995.6 million, for GTG’s and as noted not all accounted for.* 

$124.1 million required for transformers, BOP, parts, other hardware 
and training, as per the scope of supply. 

$1,119 billion total. 

Before we close the equipment side of things for D&A: 

*There 6 cases here that show disturbing findings: 

> What is the final selling price to CORPOELEC for the La Raisa I 
Project Pratt& Whitney’s ET8-3SWP? 

> What is the final selling price to PD VS A for a project in the State 
of Barinas Pratt& Whitney’s FT-4A-9 used GTG’s? 

> What is the final selling price to CVG SIDOR or whoever for the 
second lot of 440 Mw acquired? 

> What is the final selling price to PD VS A for the 4 RR Trent 60 
units? 

> Were only 4 RR Trent 60 units purchased or that total is 6? 

> What really became of the 4 used GE TM 2500 units? 

Therefore, one could see that the revenue here could easily top $1 
billion. The “Onus” of proof is on D&A, not WSJ or the author. 
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6.2 EPC Process charged by D&A to the Venezuelan entities. 

First the EPC contracts in USD currency are detailed. 



6.2.1 Picure A 132 Mw facility (4 used GTG^s) 

The price charged by D&A to Venezuela was $89,691,038. 
Originally, the Intermediary charged $32,585,000. 

The price markup charged by D&A to Venezuela was 
$57,106,038 or 175 %. 



6.2.2 La Raisa 1 A 180 Mw facility (6 new GTG^s) 

The price charged by D&A to Venezuela was $68,514,436. 
Originally, the Intermediary charged $31,303,041. 

The price markup charged by D&A to Venezuela was 
$37,211,395 or 119%. 



6.2.3 La Raisa 11 A 90 Mw facility (2 used GTG^s) 

The price charged by D&A to Venezuela was $69,163,000. 
Originally, the Intermediary charged $37,115,900. 

The price markup charged by D&A to Venezuela was 
$32,047,000 or 86 %. 



6.2.4 Guarenas 1 & 11 A 156 Mw facility. (2 used GTG^s and 2 new 
GTG’s) 

The price charged by D&A to Venezuela was $97,758,157. 
Originally, the Intermediary charged $ 81,437,032 

The price markup charged by D&A to Venezuela was 
$16,321,145 or 20%. 
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6.2.5 Planta Juan Bautista Arismendi. A 170 Mw facility Dual Fuel 
Conversion Only (2 Used gas turbines) 

The price charged by D&A to Venezuela was $9,115,000. 
Originally, the Intermediary charged $7,010,950 

The price markup charged by D&A to Venezuela was $2,321,145 

or 30 %. 



6.2.6 Furrial for PDVSA Autosuficiencia Initiative. A 232 Mw 
facility. (4 new GTG’s) 

The price charged by D&A to Venezuela was $67,870,950. 
Originally, the Intermediary charged $44,347,000. 

The price markup charged by D&A to Venezuela was 
$23,523,950 or 53%. 

However, contracts signed between PDVSA and D&A puts the 
total value of the project at $ 338,893,208.53 

Based on this fact, the EPC portion in US Dollars is at $167 
million. An additional $100 million! 

6.2.7 Morichal for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility. (2 used GTG’s) 

The price charged by D&A to Venezuela was $36,552,700. 
Originally, the Intermediary charged $28,147,000. 

The price markup charged by D&A to Venezuela was $8,405,700 
or 30 %. 
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6.2.8 Las Morochas for PDVSA Autosuficiencia Initiative. A 22 Mw 
facility. (1 used GTG) 

The price charged by D&A to Venezuela was $10,367,500. 
Originally, the Intermediary charged $7,795,000. 

The price markup charged by D&A to Venezuela was $2,392,500 
or 30 %. 

6.2.9 Barinas I for PDVSA Autosuficiencia Initiative. A 100 Mw 
facility (4 used and discontinued GTG’s manufactured in 
1976). 

The price charged by D&A to Venezuela was $56,890,546. 
Originally, the Intermediary charged $21,293,975. 

The price markup charged by D&A to Venezuela was 

$35,596,571 or 167 %. 

6.2.10 SIDOR rfot of 440 Mw. (4 used GTG and 1 new GTG) 

The price charged by D&A to Venezuela was $169,875,000. 
Originally, the Intermediary charged $139,315,000 

The price markup charged by D&A to Venezuela was 

$30,560,000 or 22 %. 

6.2.11 SIDOR 2'“‘ lot of 440 Mw. (4 used GTG and 2 new GTG) 

Not realized but expenses for storage and shipping to Curupao 
(EdeC site) were accrued, but not included because these are not 
considered complete. When the documentation becomes available 
this would have to be considered either a credit or a loss against 
D&A and the Intermediary revenue figures. 
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6.2.12 4xGETM 2500 (4 used GTG^s) acquired for PDVSA 

This project was cancelled by PDVSA according to D&A, but no 
documentation is shown to support this claim. 

It is the author judgment not to give a bye here to D&A at this 
time. 

So many irregularities and variations have been identified with 
Bariven’s P.O. 5100077213 that without seeing the actual copy 
of the alleged change and letter of cancellation for this project, it 
is the author’s judgment, is not to give a bye here to D&A at this 
time. 

Investigation by the author, indicates that these are only 4 of the 
11 such models sold to Venezuela. All were acquired by PDVSA. 

6.2.13 2 X Pratt & Whitney FT-4A-9 used GTG’s acquired for PDVSA 

$17.25 million was the acquisition cost. D&A has not clarified 
what it did with these GTG’s. 

There is another Plant under construction in the State of Barinas 
called Guanapa, where public records from the Government 
show that this is the model turbine being used. 

Only D&A purchased this type of equipment in Venezuela. 

In this particular case, these are the turbines identified by their 
serial numbers that Ms. Rebecca Smith of WSJ as being still 
installed in NJ according to the Utility. The manufacture date of 
these units is 1973. 

If the Plant is being built by the Intermediary and D&A bought 
the turbines, it must have sold these GTG’s to Venezuela in this 
case PDVSA. There may be some revenue here not being 
reported. 
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6.3 Intermediate General Comments on D&A. 



6.3.1 Exchange rates 



The same comment as stated in Section 5.3.1 applies. 

6.3.2 Turbine pricing and other equipment pricing. 

The pricing charged for the 38 of the 40 GTG’s acquired was 
borderline troublesome for the Intermediary and it is simply 
deplorable in the case of D&A, all in the name of the ‘‘costs of 
doing business in Venezuela” One could also say that D&A paid 
a bit too much for these to the Intermediary. 

The situation regarding lack of transparency with the 4 x GE TM 
2500 and 2 P&W FT 4-A-9 (SGTG’s) is unacceptable in so far as 
the revenue figure is concerned. 

Some of the turbines were high time and the Intermediary got 
credit for that from their suppliers, something that neither D&A 
nor the Venezuelan Government or her People ultimately did not 
get. Certainly, one could say that the Intermediary in the 
business of making a profit, it did not sell to D&A, GTGs at 
prices excessively over new unit pricing per the scope of supply of 
what was required of them. The same cannot be said for D&A. 

The charges surrounding the Barinas 1 Plant 4 P&W ET-4D 
(manufactured in 1973 and 1976), the Invoices for the 5 GTG’s 
and possible 4 other GTG’s for CVG SIDOR and the Eurrial 4 

GTG’s are outrageous! 

For other equipment provided is considered also completely out 
of line for the age and condition. With a 105% markup! 
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6.3.3 EPC Process Charges. 

Whether it was done by the Intermediary and or D&A, the price 
gauging in this part of the process is inadmissible and D&A is 
accountable for it to the Client and the People of Venezuela. 

Transactions reviewed by the author found inappropriate mark 
ups and questionable “payments” and “commissions” to D&A 
employees (not understandable!) and to other persons based in 
public knowledge tied to high government officials. The 
transactions agreed by D&A and the Intermediary are not freed 
from that. 

“Berwick Associates designs and manages large, risky 
construction projects involving a variety of subcontractors 
around the globe, which in turn, supply critical components to 
Berwick Associates needed to construct large electric power 
generation systems. 

Berwick's record of performance is unmatched by any 
competitor. Its record of superior performance has been built on 
efficient and timely completion of large, complex projects, within 
scheduled deadlines and detailed budgets. ” 

The same comments as stated in Section 5.3.3 apply here. 

The key word is “detailed budgets”. These charges are clearly 
indicated for the most casual observer. Whether by error or 
omission B&A has a portion of the accountability here. 

The overpricing is excessive for the type of plants (technology) 
being installed that go as high as 89 %, totally inappropriate. 

On the subject of markups the information available to WSJ reveals that the 
affirmations provided by D&A to WSJ are way off the mark when compared 
to the WSJ sources’ documentation. 
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21. What sort of profit margins did you achieve on the contracts you won 

to buy turbines and build power stations for PDVSA, CVG and 

Corpoelec? 

“With regard to procurement, on average the pre-tax profit margin has 
been 31%. 

With regard to EPCs, on the U.S. Dollar portion, on average the pre- 
tax profit margin has been 25%. On the Venezuelan Bolivars portion, we have 
incurred losses due to currency exchange fluctuations. 

As noted previously, Venezuela presented numerous risks - credit, 
economic, political - that Berwick assumed. Our profit margins reflect those 
market conditions and are not out of line with those elsewhere in the 
developing world. 

It should be noted that these figures assume satisfaction of outstanding 
accounts receivable, some of which have been outstanding for more than a 
year. If we are unable to collect on these receivables then the profit margins 
would obviously be lower. It is worth emphasizing, as noted above, that the 
risk of non-payment is assumed by Berwick. Berwick’s suppliers have all 
been paid in full and on time, even as Berwick awaits payment. ” 
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6.4 Bottom line for D&A 



The bottom line for what D&A charged for goods and services to 
Venezuelan State Companies is: $2,125 billion. This is segregated as 
follows: 



6.4.1 CGT’s 

For the 40 GTG’s D&A paid $724,650,000 to the Intermediary 
which acquired these by $536.6 million from different suppliers. 

For 38 out of 40 GTG’s D&A charged Venezuelan Entities: 

$995,561,000 or a markup of $270,911,000 or 37% 

One must keep in mind that 2 GTG’s: 2 x Pratt & Whitney FT- 
4A-9 are not figured out into this total as well as other noted 
observations that could bring these numbers higher yet. 

This represents 46.8 % for D&A revenue. 

This is almost a 37% “profit” by D&A, as the Intermediary 
would have supplied the units in very close ready to go status per 
what was required of them. 

6.4.2 Other equipment. 

For the provision of transformers, BOP, parts, other hardware 
and training, as per the scope of supply $124.1 million. 

This represents 5.8 % of D&A’ s revenue. There could be more 
dollars in here and the percentage would then be higher. 
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6.4.3 Charges for EPC Process. 



The total amount charged by D&A to the Clients was: $1006 
million. This represented 47.3 % oftheD&A’s revenue. 

Let us put this into perspective, this is more than what D&A has 
charged (identified) for their overpriced GTG’s! 

This amount is broken down in two components: 

$775 million for contracts signed in US Currency between the 
parties. 

Another portion in VEF totaling 992.2 million equivalent to the 
official exchange rate of 4.3 VEF = 1 USD to $230.96 million 

The price markup for the VEF portion for the EPC process was 
$108.74 million or 89%! 

The priced charged by the Intermediary for this was $564. 76 
million. 

This represents a dollar markup of $441.2 million or a 78.1%! 
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7.0 Alleged accomplishments, setting the record straight 



7.1 Experience of D&A Directors. 

No comment on allegations of past experience. 

The author recognizes that collectively and individually a great deal of 
effort was undertaking by both D&A and the Intermediary, surely in a 
good day they faced a lot of challenges. The brunt of the work was 
carried out by the Intermediary. 

In the Power Generation Construction and Commissioning of new 
plants as with any endeavor is not just about effort, result matter most. 

It is evident that looking at the beginning of the Crisis when all of the 
equipment was being acquired and that EPC Processes were underway 
that D&A lacked the wherewithal to attempt what they undertook. 

Had it not been by the round the clock “babysitting” by the 
Intermediary, surely D&A would have failed. This judgment is well 
supported by review of numerous emails between the parties. 

No doubt as time marched on, being capable individuals D&A would 
have reached some technical maturity for the Power Construction 
business, but even 2 years after the induced Crisis ensued, the 
Intermediary was doing the most basic tasks for D&A. 

It is alleged that one of the D&A directors has over 2000 Mw of EPC 
experience. 

So the observation here, this is about the originally awarded Mw in 
projects. Again, How many projects? How many turbines? It also 
would indicate limited experience by D&A prior to their Venezuelan 
Operations’ ramp up and it shows in their results that followed. 
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7.2 Performance claims. 



A major company has to take their victories as well as their losses. 

This is not the case with D&A, only the so called “successes” are 
paraded for about 1200 Mw of the close to 2000 MW awarded. 

Not much is being said about the SIDOR’s technical blunder on their 
part for 880 Mw unrealized. The 181 Mw they claimed as installed 
have never performed their intended mission. 

https://www.voutube.com/watch?v=K93nGHd07wU&index=5&list=P 

LOAHwlQQofQUUiTlHu4kIoVxiVNj9A6rF 

On the CVG SIDOR Project, per D&A’s disclosed own figures close 
to $400 million, perhaps more were sunk for a good for nothing project, 
to get about 175 Mw installed (according to 2011 Government’s 
Official Information) or $2,275/kW! 

All 9 GTG’s were promised to be functioning by the end of August 
2010 with 880 Mw. 

Also, all other plants in the Intermediary and D&A were involved 
were supposed to be completed by the end of October 2010. The only 
exception already mentioned was Guarenas with the addition of a 
second 48 Mw unit. This is shown in a summary table on the next page. 

The performance of other projects for the most part is highly 
substandard and equipment that should have been in service went out of 
service shortly thereafter. This is very worrisome. 

One wonders about the warranties and D&A’s Customer Oriented 
nature with these plants and what effort if any has D&A carried out 
with the Clients that they overcharged some much. 
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7.3 Performance claims. Timeliness of completion, budgetary 
performance 



7.3.1 Timeliness 

All Projects in which D&A and the Intermediary participated, 
mentioned in this report, were all to be in service by the close of 
2010. 

One reasonable allowance can be made for the Guarenas Project 
location for which a 2""^. GE LM 6000 unit was later added, so 
one could add another 9 months. 

On average 25 months is the delay for D&A projects. 

In fairness to D&A and the Intermediary, the 25 months average delay, 
should not be considered a negative reflection entirely on them. 

What is wrong is to parade their performance as stellar with some 
blunders along the way. 

Project delays are a two side coin. 

On the one had the EPC providers can complain about delays for non- 
payment by the Client. 

But also the other side of the argument works in the EPC providers’ 
favor, namely equipment warranties. The more a project is delayed the 
less warranties there are for them to honor. 

Warranties contracted stated: “12 months of operation or 18 months 
from delivery, whichever happens first. ” 
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7.3.2 Budgetary performance 



Not a single project was concluded in which the intended budget 
was met, based on initial estimations both by the Client and 
D&A. 

Some increases were justifiable, because the Clients made 
changes in the original scope, but the mark ups are considered 
excessive. 

The performance is dismally poor; on average these projects cost 
3.1 times what they should have cost Venezuela, considering the 
overall ase and condition of the equipment. 

When a project budget is not met, there may be valid reasons and 
it may not be necessarily a poor reflection . What is unacceptable 
is to exaggerate claims on performance. 

To speak about project delays due to non-payment by the Client 
and blame all on the Government, while there is some merit for 
that, this is not considered the case for the PDVSA and some 
EdeC ( CORPOELEC) projects. 

D&A was supposed to be paid 70 % of their fees by the time the 
GTG’s were laid on their foundations. If one charges 3 times 
what it should have cost, then by the time that milestone in 
execution is reached, D&A had recovered their investment and 
made 100 %. 
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Table 2 Payment milestone schedule for PD VS A Projects 
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Table 3 Payment milestone schedule for CORPOELEC Projects 



In the meantime, the “Taxi meter” is winding down on the 
warranties and with that the contractual exposures to D&A and 

the Intermediary. 
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7.4 Claim that D&A as “being the only game in town”. 



This is simply preposterous. The author submitted to WSJ the number 
of Mw (new) provided by lead OEM in the business worldwide to 
Venezuela, as indicated by the table below. 



Major International Manufacturers of Power generation equipment selling directly to Venezuelan State Companies at or during 
the time that Derwick and Associates claims that "All the mayor companies were leaving Venezuela, "said Mr. Betancourt. 


International Power Generation 
Equipment Provider Company 


Project Name 


Mw capacity 


Type 


Number of 
turbines 


Andritz Voith 


Guri II 


3850 


Hydro 


5 


Siemens 


El Sitio 


1080 


Thermoelectric 


6 


Siemens 


Termozulia II 


470 


Thermoelectric 


3 


Siemens 


Termozulia III 


500 


Thermoelectric 


3 


Siemens 


Termocarabobo "El Palito" 


772 


Thermoelectric 


4 


Siemens 


Planta Don Luis Zambrano 


470 


Thermoelectric 


3 


Solar Gas Turbines 


Various 


315 


Thermoelectric 


21 


General Electric 


Planta J. Felix Ribas "La Cabrera" 


340 


Thermoelectric 


2 


Totals 


7797 




47 


A total of 37 gas turbines with 5 steam turbines for 3947 Mw provided and 5 hydro turbines for 3850 Mw provided. 


Source: Memorias y Cuentas Min. PP EE 2010 to 2013 Analysis for WSJ by Engineer Mr. Jose G. Aguilar International Power Systems Consultant 



Table 4 Mw delivered during the Emergency by Major OEM 



Around the time of this Crisis, General Electric, indicated: 

23/04/2010 - 07:48 Ehei^ 

General Electric negocia con Venezuela 45% de la capacidad 
electrica prevista para 2010 

La empresa tiene varies proyectos en el pais en el marco del plan energetico 
que lleva adelante la administracion de Hugo Chavez para enfrentar la 
sequia del pais. 

http://www.americaeconomia.com/notas/qeneral-electric-negocia-con- 

venezuela-45-de-la-capacidad-electrica-prevista-para-2010 

When confronted about this, the late Resident Higo Gwez indicated: "that 
the turbines although coming from the hnperio, these have no ideology..." 
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7.5 Gas turbine generator pricing. 



Summary of (urtine9en«r«tors' pridftf in transaction between Ori{ir\«l Seters to ProCner gy, ProCnergy to Denvidi & A&sodates and Oerwick & Associates to Vertetueia 
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Table 5 GTG pricing by Derwick and ssociates 

Most of the mark ups indicated on the table above, are out of line with what 
is customary in the business, given the age and condition of the equipment. It 

is mostly inappropriate. 

Sometimes a graphical perspective adds more clarity to the essence of the 
issue here of overpricing. This is shown on the next page. 

The graphical presentation puts the original price paid for the GTG’s, the 
price of the same buying new from the OEM (with the units equipped to meet 
their specified mission in the Technical Scope of Supply documents and 
ultimately what D&A charged for this in Venezuela. 

The highest charge per model is show ! 
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Price perpectrve for Oerwick & Associates supplied Gas Turbine Generators to Venezuela 
■ DAA Price ■ Price New i OrlfIrMi prke 



Model r>ame: 
IM 2SOO 





FT4-4C-10 TWP 2 



Dtscootiniied ur^its Manufactured in 19731 Data nvssing by OtA 

!S24.93 

Dfscontinued units Manufactured in 1976! 
28.57 




Trent 60 WLE 



58 31 



$10 



$20 $30 

Prices In US$ million 



$40 



$50 



$80 



I Analysts by Engirseer Mr. Jose G. Aguilar International Risk Consurtant arsd ESP Source 2009 GTW Handboofc at>d WSJ Sources documentation 

Graph 1 Pricing perspective of what D&A charged Vs. New and Original prices 

Certainly there were and are risks associated with doing business in 
Venezuela. 

Those risks though real however, were also minimized given the “Insider 
trading” nature of the transactions between the parties, MOU and other 
“arrangements”. 

While no pond is intended of minimizing the risks of “doing business in 
Venezuela”, Venezuela is not considered more difficult than Irak, yet the 
pricing proposed for the plants are more expensive that the Intermediary was 
willing to charge for projects in Africa. 



The only risk is the chance of getting caught! 
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The secondary market for power generation equipment is a tough market with 
very small margins. 

Typically, for units that come from the secondary market depending on 
condition, age and “desirability”, these would have a price ranging from 

$100 to $200 per kW. 

The word “desirability” is subjective and is not to be construed as a negative 
reflection on the OEM of the unit nor her model. 

Rather, it is usually tied to the unit’s efficiency, level of compliance with 
OEM Service Bulletins, number of operating hours and starts, maintenance 
and reliability history and time to the next overhaul among key evaluation 
criteria. 

A least “desirable” unit, would have been the P&W FT4 Series TWP while a 
most desirable unit would have been the GE 7FA for our case under review. 

It would take typically another $150 to $250 per kW, to get the unit installed 
and operational. This is contingent on the size of the unit her complexity 
which is determined by the Plant’ s technology. 

These were all simple cycle unit installations. 

35 of the GTG’s were aero derivative units, very modular and compact and 
the cheapest to install. Only 5 GTG’s were frame size heavy duty industrial 
type, these would have required more effort and cost to construct and make 
operational. 

As with anything, there is also a certain amount of good faith “give and take” 
or negotiating between the parties and the natural laws of the market. 

For example, the Intermediary, would have had some more leveraged buying 
from the supplier it used for the acquisition of the 3 GE 7FA units; that if it 
was buying only 1 such unit from the seller. 

Obviously the business model for the “Intermediary” does not prefer to deal 
in new or newer equipment, since their profit margin is much smaller, for 
D&A this appears almost irrelevant by their demonstrated business practices. 
More commentary on this subject can be found on Sections 8.0 to 10.0 
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7.6 Project Cost per installed kW expressed in US$/kW per D&A data. 



The tables that follow show the project prices in (US$/kW). 

Some of the projects have a reported cost of over but in the lower 
$1,000 per kW in 3 cases. 5 projects are approaching $2,000 per kW 
and 1 outlier with $2,275 per kW in this case the CVG SIDOR Project 
in which only 175 Mw were realized out of the 880 Mw offered. 

In general, the costs reported in Government official records are a bit 
higher than D&A by 8.9 %. But it must be mentioned, that in 6 out of 9 
projects what the Government says the project costs them, is what 
D&A charged them per the documents reviewed. 

The percentage gap mentioned would likely become tighter once a full 
review of the charges can be made. 

It is not appropriate to manipulate the Mw capacity of the units as this 
would tend to bias down the cost in $ per kW. The prevailing criteria 
here, is what the Government reflects on the available capacity of the 
units which is based on the ISO conditions expected performance 
curves for each model. 

Several negative comments are registered in the Government’s 
documentation on the inability of the provided units “to perform as 
advertised” and the fact that these are used and not in a good state of 
compliance with latest upgrades. 
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Proyectos de Generacidn Derwick & Associates 



Comparacion de Costos de generacion para el SEN de Venezuela Vs. Precios referenciales internacionales - 

Cierre Julio 2014 An^lisis Ing. Jos6 G. Aguilar @800GWHMWH 



Nro. 
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1S8H 
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SSZZ 
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Planta Morkhal Comprado bajo POVSA "Autowficiancia'’ 


100 


$115 


$60 


$$$ 


92% 


31/12/2010 


33 


S1,1S0 


$480 
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Planta El Furrial Compcado bajo POVSA "AutotuflciafKia’* 


232 


$339 


$120 


$219 


U2% 


31/12/2010 


35 


$1,4«1 


SS17 


Desempefk) demostrado a la fecha de elaboracidn 


25 


< < Rezaco Promedio metes 




Totales de 9 proyectos diversos de generation (Mw y MM USS) 


1893 


$ 2,497 


$1,066 


$1,421 


133X 


Estos proyectos costaron en promedio 3,1 
veces lo que debieron costar. 



Fuente: CORPOELEC, MIN PP EE, MIBAN PDVSA e inventario de declaraciones por autorldades del gobterno 



SIDOR, por la "Alianza" ProEnergy y Derwick & Associates registra rezagos de 25 meses en promedio, que no permite que mejore el crdnico deficit de oferta en 
generacion efectiva, que se viene teniendo desde 2006. El tema de los rezagos no debe ser interoretado necesaiamente. como una opini6n negativa sobre el 
desempet^o de la "Alianza" ProEnergy y Derwick & Associates, ya que pudieron haber factores fuera de su control inducidos por el Gobierno de Venezuela. 



Table 6 Performance summary of D&A supplied Power Projects 
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Table 7 Summary for estimation and key references 
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Comparison Project Cost per installed kW expressed in US$/kW 
Government Vs. D&A data 



The data on the previous table shows that the Plants are simple too 
expensive, period. 

The costs for some projects with mostly used Simple Cycle equipment 
is more than double the going rate for a new Combined Cycle Plants ! 

This outlandish overpricing created a lot of excessive wealth, very 
frequently in a matter of hours from receipt of an invoice between the 
parties. 

This is a serious matter that should be reviewed thoroughly by the 
authorities in Venezuela, in the United States and wherever these 
companies have legal registration. 
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8.0 Examples of transactions involving Gas Turbine Generators 

The valid comparison has to be made from the original transactions. 

This is the basis to estimate what Venezuela should or would have paid had it 
been possible to be afforded the opportunity to make honest and fair 
transactions. 

The so called “strategic alliance” between D&A and the main subcontractor 
the Intermediary, turned out to be a too expensive proposition for Venezuela. 

This was not an alliance of “one”. 

It was 2 “Middle Men”, one a “show horse” with the “keys” to the Client, and 
the other a work horse that did the brunt work and in spite of having signed a 

“Confidentiality and Non Circumvention Agreement” with D&A got the 

short end of the stick, but Venezuela was really the biggest loser. 

What cost the Intermediary: $536.6 million, it sold to D&A for $724.65 
million and in turn D&A sells to Venezuela for $992.26 million. 

Thus the “Alliance” cost Venezuela a markup of $455.6 million or 85 %. Not 
all of it profit, for the Intermediary had to spend some money to get the 
GTG’s in compliance with the scope of supply, but for D&A, whatever they 
mark it up is mostly profit. 

Hard to see the line here between a fair profit or return and the real value 
added. 

8.1 Barinas I Project (PDVSA) 

These 4 GTG’s were 1976 manufactured P&W FT4 series units that 
commanded in the market in Twin Pac configuration, $10.8 million. In 
a daisy chain fashion climbed in cost to $19.25 million and end up 
being resold for $24.93 million. The mark up at the end of the day was 
close to 131 % of what it should have been. 

Most disturbing is the fact that used 1976 discontinued units, 20% less 
efficient and 20% less powerful ended up costing Venezuela 11% more 
than the current offering in the market. 
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8.2 CVG SIDOR I Project 5 GTG’s 440 Mw 

The price reflected for this lot was $101.5 million, from there the price 
climbed to $130 million to finally settled on $138 million and D&A 
submitted an invoice for $165.5 million. 

Surprisingly by D&A’s own admission at a meeting in Caracas 
Venezuela with WSJ, declared the price for this lot being $193 million. 
So $92.5 million or 92 % increase in a matter of 10 days. 

What was the justification for this $27.5 million increase? 

It would be hard to think that Minister Rodolfo Sanz, “was so 
pleased” with D&A’s performance in a failed project, that it 
simply just rewarded them in this amount. 

D&A cannot have their cake and eat it too, not only in the numbers for 
this failed project, but also in the “claim experience” of some of her 
officers as having “more than 2000 Mw of EPC experience”, when 
actual delivered functional Mw are about half amount. 

On the one had it claims to have installed 436 Mw, but at best it 
delivered 175 Mw (20 % of the assigned Mw for this project) to the 
Client and all of this for the equipment alone was $193 million. 

8.3 CVG SIDOR I Project 4 GTG’s 440 Mw (Second lot) 

D&A is being less than forthcoming here. It definitely purchased the 
units and simply is being non transparent here. The units are in 
Venezuela. Mr. Rodolfo Sanz, indicated that this also cost $193 million. 

This would be even more scandalous than the first lot’s price for this 
would have been originally acquired at $88 million, so we have $105 
million mark up or 119 %. None these 4 units in Venezuela, are 
operational yet! 

So the question is: 
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Who paid D&A, Mr. Rodolfo Sanz or someone else? D&A certainly 
would not give these units away. 



8.4 Rolls Royce Trent Model 60 232 Mw 

The OEM sold these 4 GTG’s for $78 million. Resold for 88 million 
and then finally resold to Venezuela for $138 million. 

The price increase was $50 million or a 77 % increase. 



8.5 GE LM 2500 Las Morochas Plant 22 Mw 

This high time unit acquired in California for $4.5 million, was resold 
by the Intermediary to D&A for $1 1 million and finally sold to 
PDVSA for $19.4 million. 

The price increase was $14.9 million or a 331 % mark up. This was the 
largest percentage increase encountered! 

8.6 GE LM 2500^ 2 units for the Guarenas Plant 60 Mw 

This good find had to unfired units found in the Middle East in poor 
storage conditions. The Intermediary bought these for $12.2 million, 
in turn this go to D&A for $16.1 million and resold to CORPOELEC 
for $25 million apiece. 

The price increase was $12.8 million or 105%. 

8.7 4 GTG’s for the Guarenas Plant 156 Mw 

If we consider, the whole Guarenas project, the 4 GTG’s that got sold 
to CORPOELEC for $99.5 million, were sold to D&A for 
$66.2 million or 50 % mark up. If we go to the original sell, the price 
increase is $43.3 million or 77% mark up. 
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8.8 1 Pratt & Whitney FT4A-9 TWP for (PDVSA) 46 Mw sold as a 50 

Mw TWP (2 GTG’s) 

This Twin Pac with even older units (1973) than example 8.1 was 
acquired for $10.4 million, resold by the Intermediary for $17.25 
million. What was the price D&A sold it to PDVSA is not known at 
this time. 
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9.0 Examples of transactions involving the EPC Process 



The following 2 examples are the key ones. 

9.1 The Intermediary and the EPC Process 

The Intermediary costs were $466.6 million, for this it charged D&A 
$564.15 million, thus realizing a profit of $98.6 million or 21 %. 

9.2 D&A and the EPC Process 

For this D&A charged Venezuela $1006.7 million for what it paid 
$564.15 million. Therefore, the price difference (an increased) is 
$441.3 million or 78.1 % percentage mark up. 

At this point, the plants are essentially done. 

The Intermediary has done the brunt of the work and no doubt there 
would have been some costs on D&A’s part to oversee the projects, but 
to have a % markup in cost to Venezuela 3.7 times larger than that of 
the Intermediary is ludicrous and greedy. 

Ludicrous for excessive and greedy if one takes into account the 
circumvention that victimized the Intermediary. 

It is very hard and doubtful , that there was $441.3 million of value to 
Venezuela here. 
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10.0 What should these plants cost to Venezuela? 



This can be a highly contested topic. Corruption like the Devil is everywhere 
and it is not new in Venezuela. 

The basis for a historical perspective on the historical costs of power projects 
in Venezuela is made. In order to compare “apples to apples”, the 
estimations and comparison are based on 2009 dollars for projects awarded 
by Venezuelan Government Utilities of the same technology provided by 
D&A. 

In the 20* century (mid 1980’ s examples) in Venezuela similar plants were 
constructed for $656 per kW. By 2006 a similar plant was built for $705 per 
Kw. The plants constructed during the induced Emergency, we have 
evaluated here are all built for an average cost of $1,695 per kW! 

When we get to this “Emergency”, the EPC Process (All costs included) has 
deteriorated by 2.7 times. This is a serious failure of sound Project 
Management Discipline in all of her areas on the part of the Government in a 
span of 30 years. 
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Graph 2 Historical perspective 30 years $/kW for Venezuela Gov’t granted projects 
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The exponential nature of the escalation indicates a process out of control. 

A range of costs in $ per kW, given what the information assessment would 
tell us the following is within the realm of possibilities: 



> A plant with the most desirable used units should have been able to be 
built for $450 per kW. 



> A plant with the least desirable used units should have been able to be 
built for $250 per kW. 

> A plant with a present day truly new unit at the time should have been 
able to be built for $610 per kW. 

The valid “apples to apples” comparison would have to be made between the 
$656/kW and the $610/kW cases. The separation or EPC Process 
improvement opportunity is at 7%. This is put into in graphical perspective 
below. 
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Graph 3 $/kW for Venezuela Gov’t Granted Vs Similar International Projects 
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To put things into perspective, with no disrespect intended to D&A, the better 
qualified in this “Alliance” to assess cost for Plants in $ per kW was the 

Intermediary. 

It is a noteworthy fact that the Intermediary was willing to build a Plant in 
the United States, for an EPC that use the same 3 GE 7EA GTG’s it sold to 
Venezuela via D&A for $464 per kW. 

If the capacity had to be acquired in the secondary market a price range 
1,187,000 kW that got installed should have not cost the nation more than 
between $664 to $764 million including equipment and EPC, this would 
equate to a range of $580 to $644 per kW. 

Instead for the 1,187,000 kW that managed to get installed, these ended up 
costing Venezuela more than $2.12 billion or close to $1,800 per kW. 

You are asked to draw your own conclusions, remember this was Insider 
Energy Trading ! 
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11.0 Final opinion. 



The author considers that there are great and too numerous irregularities in the 
D&A, Intermediary and Client’s interactions that merit a full investigation. 
These should be conducted in Venezuela and the United States. 

Overpricing, possible bribes, unexplained commission and the appearance of 
possible material misrepresentations to the Client were made just to name a 
few. 

The concepts of “cost and value” to a Client are blurred here by too much 
greed and corruption. 

Anyone is entitled to make the profit they seem fit for their goods and services 
and the market forces should play a controlling force by supply and demand. 
These natural market forces did not get a chance to play freely here by the 
“insider trading” in which all these deals were surrounded by from inception. 

As a consequence of the prior, the concepts of “cost and value” to a Client in 
this case Venezuela, are blurred here by too much greed and corruption and 
lack of adequate checks and balances by the Government itself. 

There would be many more questions that one could ask and calculate if given 
time and resources. One question that is inappropriate to comment on, is on 
the “profit”, given that all the facts are not known and the opacity surrounding 
the acts of non-disclosure by the parties involved. But one could guess 
qualitatively “plenty”. 

How could money not be made with “insider trading” information and a 
cesspool for price markup aided with some players not being worried about 
“paying to play”, or getting caught, while buying very undesirable 
equipment for the most part at low prices? 

Confidentiality Agreements are not a license to commit the level of 
improprieties encountered. More findings are possible if given more time and 
this would be done in due course. 
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